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[ 2 ) Veterans Bond Act of 1980 
Official Title and Summary Prepared by the Attorney General 
FOR THE VETERANS BOND ACT OF 1980. 
This act provides for a bond issue of seven hundred fifty million dollars ($750,000,000) to provide 
farm and home aid for California veterans. 
AGAINST THE VETERANS BOND ACT OF 1980. 
This act provides for a bond issue of seven hundred fifty million dollars ($750,000,000) to provide 
farm and home aid for California veterans. 
FINAL VOTE CAST BY LEGISLATURE ON AB 1963 (PROPOSITION 2) 
Assembly-Ayes, 69 Senate-Ayes, 28 
Noes, ° Noes, ° 
Analysis by Legislative Analyst 
Background: 
Since 1921, the state has been authorized to sell bonds 
in order to finance the veterans' farm and home loan 
programs. The proceeds from the bond sales are used 
by the Department of Veterans Affairs to purchase 
farms, homes and mobilehomes on behalf of qualified 
California veterans. These properties are then resold to 
the veterans. Each participating veteran makes month-
ly payments designed to (1) reimburse the department 
for the costs it incurs in purchasing the farm, home or 
mobilehome, (2) cover all costs resulting from the sale 
of the bonds, including the bond interest, and (3) cover 
the costs of operating the loan program. Because the 
state is able to borrow at interest rates that are well 
below those charged to individuals, the monthly pay-
ments in purchasing a home under this program ar~ less 
than what a veteran would otherwise pay. 
The total amount of bonds authorized for this pro-
gram by the electorate since 1921 is nearly $3.9 billion. 
In each case, the state guarantees the bondholder that 
the amount borrowed, as well as interest on this 
amount, will be repaid. Under the veterans' loan pro-
gram, the maximum loan amount is $55,000 for homes 
and $180,000 for farms. Existing law permits a $5,000 
increase in these loan· amounts for homes equipped 
with solar energy heating devices. 
As amended by Chapter 1, Statutes of 1980, existing 
law also requires the Department of Veterans Affairs to 
reserve for two years 10 percent of the proceeds from 
the 1980 Bond Act, and each subsequent veterans bond 
act, for the construction, purchase, or improvement of 
homes that are equipped with, or to be improved by, 
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the installation of solar energy heating devices, other 
than devices for heating swimming pools, hot tubs, 
saunas, and spas. Any unused portion of this reserve 
would be available for the regular loan program after 
the two-year period. 
. Proposal: 
This proposition, the Veterans Bond Act of 1980, 
would authorize the issuance and sale of $750 million of 
state bonds to continue the loan program. These bone 
would be fully backed by the state. 
Fiscal Effect: 
Assuming the proposed bonds are sold at an average 
interest rate of7 percent and are paid off over a 25-year 
period, the total interest cost on the bonds would be 
about $760 million. 
The extent to which the state would incur any net 
costs under the proposition would depend on how 
much was recovered from veterans through monthly 
payments. If payments by veterans participating in the 
farm and home loan program did not cover the costs of 
the bonds, the state's taxpayers would be required to 
pay the difference. However, the loan program has 
been totally supported throughout its history by the 
participating veterans at no cost to the general taxpay-
er. 
State and local bond interest costs could be increased 
by an unknown, but probably moderate, amount if the 
sale of these new bonds results in a higher overall inter-
est rate for state and local bonds. 
Text of Proposed Law 
This law proposed by Assembly Bill 1963 (Statutes of 1980, Chapter 
1) is submitted to the people in accordance with the provisions of 
~rticle XVI of the Constitution. 
This proposed law adds sections to the Military and Veterans Code; 
therefore, new provisions proposed to be added are printed in italic 
type to indicate that they are new. 
PROPOSED LAW 
SEC. 3. Article 5p (commencing with Section 998.041) is added to 
Chapter 6 of Division 4 of the Military and Veterans Code, to read: 
Article 5p. Veterans Bond Act of 1980 
998.041. This article may be cited as the Veterans Bond Act of 
1980. 
998.042. The State General Obligation Bond Law, except as other-
wise provided herein, is adopted for the purpose of the issuance, sale, 
and repayment of, and otherwise providing with respect to, the bonds 
authorized to be issued by this article, and the provisions of that law 
are included in this article as though set out in full in this arh'cle. All 
references in this article to "herein" shall be deemed to refer both to 
this article and such law. 
998.043. As used in this article and for the purposes of this arh'cle 
as used in the State General Obligation Bond Law, Chapter 4 (com-
mencing with Section 16720), Part 3, Division 4, Title 2 of the Govern-
ment Code, the following words shall have the following meanings: 
(a) "Bond" means veterans bond, a state general obligation bond 
issued pursuant to this article adopting the provisions of the State 
General Obligation Bond Law. 
(b) "Committee" means the Veterans' Finance Committee of 
1943, created by Section 991. 
(c) "Board" means the Department of Veterans Affairs. 
(d) "Fund" means the Veterans' Farm and Home Bm1ding Fund 
of 1943, created by Section 988. 
(e) "Bond act" means this article authorizing the issuance of state 
/feneral obligation bonds and adopting Chapter 4 (commencing with 
'ection 16720), Part 3, Division 4, Title 2 of the Government Code by 
reference. 
998.044. For the purpose of creating a fund to provide farm and 
home aid for veteralls in accordance with the provisions of the Veter-
ans' Farm and Home Purchase Act of 1974 and of all acts amendatory 
thereof and supplemental thereto, the Veterans' Finance Committee 
of 1943, created by Section 991, shall be and hereby is authorized and 
empowered to create a debt or debts, liability or liabilities, of the 
State of California, in the aggregate amount of seven hundred fifty 
million dollars ($750,()()(),()()()), in the manner provided herein, but not 
otherwise, nor in excess thereof. 
998.045. All bonds herein authorized, which shall have been duly 
sold and delivered as herein prOVided, shall constitute valid and legal-
ly binding general obligations of the State of California, and the full 
faith and credit of the State of California is hereby pledged for the 
punctual payment of both principal and interest thereof. 
There shall be collected annually in the same manner and at the 
same hme as other state revenue is collected such a sum, in addih'on 
to the ordinary revenues of the state, as shall be required to pay the 
principal and interest on such bonds as herein provided, and it is 
hereby made the duty of all officers charged by law with any duty in 
regard to the collections of such revenue, to do and perform each and 
every act which shall be necessary to collect such additional sum. 
On the several dates on which funds are remitted pursuant to 
Section 16676 of the Government Code for the payment of the then 
maturing principal and interest of the bonds in each fiscal year, there 
shall be returned into the General Fund in the State Treasury, all of 
the money in the Veterans' Farm and Home Building Fund of 1943, 
not in excess of the principal of, and interest on, such bonds then due 
and payable, except as hereinafter provided for the prior redemption 
of such bonds, and, in the event such money so returned on said 
remittance dates is less than such principal and illterest then due and 
payable, then the balance remaining unpaid shall be returned into 
the General Fund in the State Treasury out of the Veterans' Farm and 
Home Building Fund of 1943 as soon thereafter as it shall become 
available, together with interest thereon from such dates of maturity 
unh1 so returned at the same rate as borne by such bonds, compound-
ed semiannually. 
998.046. There is hereby appropriated from the General Fund in 
the State Treasury for the purpose of this article, such an amount as 
wl1l equal the following: 
(a) Such sum annually as will be necessary to pay the principal of, 
and the interest on, the bonds issued and sold pursuant to the provi-
sions of this article, as such principal and interest become due and 
payable. 
(b) Such sum as is necessary to carry out the provisions of Section 
998.047, which sum is appropriated without regard to fiscal years. 
998.047. For the purposes of carrying out the provisions of this 
article, the Director of Finance may, by execuh've order, authorize 
the withdrawal from the General Fund of an amount or arpounts not 
to exceed the amount of the unsold bonds which have been author-
ized to be sold for the purpose of carrying out this article. Any 
amounts withdrawn shall be deposited in the Veterans' Farm and 
Home Building Fund of 1943. Any moneys made available under this 
article to the board shall be returned by the board to the General 
Fund from moneys received from the sale of bonds sold for the pur-
pose of carrying out this article, together with interest at the rate of 
,nterest fixed in the bonds so sold. 
998.048. Upon request c (. 'he Department of Veterans Affairs, sup-
ported by a statement of tf.e plans and projects of such department 
with respect thereto, and approved by the Governor, the Veterans' 
Finance Committee of 1943 shall determine whether or not it is 
necessary or desirable to issue any bonds authorized under this arh'cll 
in order to carry such plans and projects into execution, and, if so, thp 
amount of bonds then to be issued and sold. Successive issues of bonds 
may be authorized and sold to carry out said plans and projects 
progressively, and it shall not be necessary that all the bonds herein 
authorized to be issued shall be sold at anyone hme. 
998.049. So long as any bonds authorized under this article may be 
outstanding, the Director of Veterans Affairs shall cause to be made 
at the close of each fiscal year, a survey of the financial condih'on of 
the Division of Farm and Home Purchases, together with a projection 
of the division s operations, such survey to be made by an independ-
ent public accountant of recognized standing. The results of such 
surveys and projections shall be set forth in written reports, and such 
independent public accountant shall forward copies of such reports 
to the Director of Veterans Affairs, the members of the California 
Veterans Board, and to the members of the Veterans' Finance Com-
mittee of 1943. The Division of Farm and Home Purchases shall reim-
burse such independent public accountant for his services out of any 
funds which such division may have available on deposit with the 
Treasurer of the State of California. 
998.050. - The committee may authorize the State Treasurer to sell 
all or any part of the bonds herein authorized at such time or times 
as may be fixed by the State Treasurer. 
998.051. Whenever bonds are sold, out of the first money realized 
from their sale, there shall be redepoSited In the General Obligation 
Bond Expense Revolving Fund established by Section 16724.5 of the 
Government Code such sums as have been expended for the purposes 
specified In Section 16724.5 of the Government Code, which may be 
used for the same purpose and repaid in the same manner whenever 
additional sales are made. 
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Argument in Favor of Proposition 2 
For nearly 60 years the people of California have 
recognized a special debt of honor t() fellow Californi-
ans who have served our country in the armed forces. 
This recognition has been expressed in the Cal-Vet loan 
program, which enables California veterans to qualify 
for low-interest loans to purchase or improve homes, 
mobilehomes, and farms. 
The program costs taxpayers nothing. It is entirely 
self-supporting,' the debt is self-liquidating. Voter-ap-
proved general obligation bonds to finance the pro-
gram are repaid, as are all administrative costs, from the 
loan payments made by veterans holding loans. Finan-
cially, the program has proved to be unfailingly safe and 
sound. 
Along with assisting veterans in their efforts to rejoin 
the "mainstream" of California life, the Cal-Vet pro-
gram benefits the entire state economy and social fab-
ric. Directly and indirectly, Cal-Vet home and farm 
loans generate thousands of California jobs, millions of 
dollars in payroll, and economic opportunities for all the 
industries and businesses, professions and trades con-
nected with or serving the housing market. Last year 
$566 million in Cal-Vet loan funds entered and 
strengthened the California economy. 
The 1980 Bond Act has one new provision, resulting 
from the energy crisis and California's need for energy 
diversity and conservation. The act requires that 10 per-
cent of the authorized bond moneys be allocated or 
reserved for the construction, purchase, or improve-
ment of veterans' homes equipped, or to be equipped, 
with solar energy heating devices for essential home 
heating. This provision will apply for a two-year period 
starting on the date of the first issue of bonds authorized 
in this act. 
There are 3.3 million California veterans in the state. 
Of these, 70,000 are women. More than 347,000 Califor-
nia veterans have been able to become home and farm 
owners through the Cal-Vet program. They include 
men and women who served in World War I, World 
War II, Korea, and Vietnam. 
Loan applications by qualified veterans have been 
particularly steady and numerous since the 1978 Veter-
ans Bond Act was approved by voters. The 1980 act is 
urgent and necessary if the program is to continue in a 
manner fair, equitable, and efficient for all applicants. 
The act was placed on the ballot by votes of 69-0 in the 
Assembly and 28-0 in the Senate. 
We respectfully ask you to vote FOR Proposition 2, 
the Veterans Bond Act of 1980. Your approval will ena-
ble qualified California veterans to buy homes and 
farms in our state at low interest cost to them and at no 
tax cost to you. 
JACK R. FENTON 
Member of the Assembly, 59th District 
RICHARD ALATORRE 
Member of the Assembly, 55th District 
ROBERT G. BEVERLY 
State Senator, 27th District 
Rebuttal to Argument in Favor of Proposition 2 
Ballot measures can be misleading. Each one must be 
studied carefully. 
Proponents of this measure suggest that government 
can bOrTOW money on the open market and then loan 
it to individuals at only 7 percent interest (half the 
market rate) without costing taxpayers a penny. 
If that were possible, government could borrow 
money for everyone and we could all receive 7 percent 
loans in this 14 percent world! In reality, it is not possi-
ble. Someone has to pay the difference. Under the Cal-
Vet program, that "someone" is every California and 
federal taxpayer. 
General obligation bonds are sold to corporations and 
wealthy persons. They are the "bondholders." The 
bonds themselves pay only about 7 percent interest. 
Since large investors can safely make over 14 percent 
on the open market, bonds could not be sold if this 7 
percent were the total investment return. The rest of 
the return comes from federal and state income tax 
exemptions. 
Under Proposition 2, the Legislative Analyst projects 
that bondholders would get back their $750 million in-
vestment with $760 million interest (at 7 percent over 
25 years). Bondholders count on receiving at least an-
other 7 percent or $760 million, in tax exemptions. Ev-
ery Californian who pays federal or state taxes would 
have to pay more to help make up the loss. 
Only by completely ignoring these massive tax ex-
emptions can the Cal-Vet program be called "self-sup-
porting." 
Proponents of any ballot measure should bear the 
burden of showing the true cost and actual beneficiar-
ies. That burden has nQt been met. 
GARY WESLEY 
Attorney at Law 
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Argument Against Proposition 2 
Under the California Constitution, the State Legisla-
ture must get the permission of voters to borrow money 
by selling bonds. Since 1921, the Legislature has re-
quested and received our permission-17 times-to 
borrow money for the Cal-Vet loan program. For the 
following reasons, the time has come to say NO. 
First, the Cal-Vet program has never operated tax 
free. Government can borrow and then loan money at 
low rates of interest only because it pays the balance 
indirectly-through state and federal income tax ex-
emptions for bondholders. 
Second, the program is not restricted to veterans who 
have risked their lives for our country or who are disad-
vantaged as a result of their military service. Any vet-
eran from California who served in any capacity in the 
last 25 years is eligible for a subsidized loan. 
Third, the program discriminates against veterans 
who have chosen to make California their residence 
after they served in the military. Only veterans who 
were California residents when they joined the military 
are eligible. 
Fourth, the program's impact on housing starts and 
jobs is speculative. It probably increases demand slight-
ly and thereby raises the price of homes. What is certain 
is that our tax money need not be given to veterans, and 
no other citizens, to provide this alleged economic 
stimulus. 
Fifth, veterans from all 50 states may apply to the 
federal Veterans Administration for low-interest home 
loans. California should not continue to operate a pro-
gram that largely duplicates efforts at the federal level. 
Instead, we should consider other programs to assist 
deserving citizens, including those who served in the 
military. 
In 1976 and again in 1978, voters approved half-bil-
lion-dollar bond measures to support the Cal-Vet pro-
gram. The Legislature is already back for more. This 
request-$750,OOO,OOO-is the largest ever. I urge a NO 
vote on Proposition 2. 
GARY WESLEY 
Attorney at Law 
Rebuttal to Argument Against Proposition 2 
Serving in the armed forces almost always carries the 
. 1sk of combat duty or duty close to combat areas. The 
servicemen usually can't choose the type of duty. 
Further, military service usually entails separation 
from home, family, and livelihood for long periods of 
time. 
In short, the personal ,sacrifice of military service is 
considerable. California, with its home loan program, 
has recognized this since 1922. It would be discriminato-
ry ingratitude to halt the Cal-Vet program now. 
Most other states have given veterans cash bonuses; 
California instead provided a program of most lasting 
usefulness and benefit. The program is properly for 
those veterans who are native Californians or were resi-
dents of California at the time of their enlistment in the 
service. 
Veterans' home loans through the Federal Veterans 
Administration are not, as the opposition states, "low-
interest" loans. At this writing, such loans command 11 
percent interest, nearly double Cal-Vet interest rates . 
Tax-exempt bonds have been a thoroughly efficient 
and prudent way to finance worthwhile state and mu-
nicipal programs. With their lower bond interest rates, 
state bonds need to be tax exempt to compete in the 
money markets with investments that pay a much high-
er return to investors. 
The Cal-Vet program makes economic and social 
sense, and its self-liquidating features spare taxpayers 
any new burden whatever. Let's ilv'.: turn our backs on 
California's veterans. Vote FOR Proposition 2. 
JACK R. FENTON 
Member of the Assembl~ 59th Distnct 
RICHARD ALATORRE 
Member of the Assembly, 55th District 
ROBERT G. BEVERLY 
State Senator, 27th District 
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